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We Have Had Far Less Trouble with the 
Soldiers-Sailors Act Than We Expected 


more than 20 But it should be 
noted, however, that the experience of 
several of our largest life companies is 


MBA’s recent nation-wide survey shows relatively 
few defaults, few court cases and indicates our 
future experience is very likely to be favorable 


cases. 


HAT has been the experience of 
mortgage lenders under the Sol- 
diers’ and Sailors’ Civil Relief Act? 
What have been their difficulties? And 
what do they expect in the future? 
These and other questions were 
asked MBA members in a recent ques- 
tionnaire. Here are the results of what 
we believe to be the first nation-wide 
sampling of opinion on this subject. 
The most obvious conclusions seem to 


be: 


First, mortgage lenders? experi- 
ence so far has been satisfactory; in 
fact, it would probably be more ac- 
curate to say very satisfactory. Of 
764 MBA members, replies were re- 
ceived from only 226; and of these 
113 report a total of only 858 de- 
faults—which appears to be a rather 
small percentage particularly if we 
consider the billions of dollars of 
loans represented by our members. 


Second, when the higher 
groups, including family men with 


children, are inducted, there seems 


age 


to be no overwhelming reason to be- 
lieve that our experience will become 
a great deal less favorable. At least 
that is the conclusion of more than 
half of our members at this time. 
Third, principal difficulties in the 


workings of the Act seem to be un- 


familiarity of mortgagors with its 
provisions, delay in allotment checks 
being received by dependents, and in- 
accurate advice offered by civilian 
and army sources. While an appre- 
clable number report that some are 
deliberately taking advantage of the 
Act, it is surprising that there was 
not more evidence of this sort of 
thing. 


Analyzing the results in more detail 
we found that: 

Of 764 members, 226 replied and 
the total defaults reported, including 
FHAs, total only 858 These 
members are located in 78 cities in 31 
states and the District of Columbia. 
This represents a good cross-section of 
the country. To 
much smaller than logically could have 
been expected. Further, the fact that 
only 226 replied leads us to believe that 
the majority of the remainder have 
had no experience with the Act so far 
because this is a smaller return in a poll 
than we usually receive. 


cases. 


us this seems to be 


Our replies represent 153 mortgage 
houses, real estate companies, etc., 42 
life insurance companies and 32 banks. 
Most firms of course reported only one 
or two defaults. The largest number 
reported was a west coast bank with 87 
members reported 


cases. Only nine 
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not reflected in our data. Default cases, 
exclusive of those covered by written 
agreements, which are paying interest 


but not principal, amounted to 234. 


Now what lies ahead? A good ex- 
ample, it seems to us, of the opinion 
that during times like these it is diffi- 
cult to see very far into the future, is 
the fact that our members split about 
half and half as to what they thought 
might take place in the immediate fu- 
ture. We inquired whether members 
felt that substantially higher defaults 
would result when the higher age 
groups, including men with families, 
are inducted. One hundred said they 
did not and many were emphatic in 
their opinion. Almost the same number 
—94—-said they did expect increased 
de faults. 

What have been the principal diffi- 
Act? We got all 
sorts of answers on that one—so varied 
that it was difficult to generalize about 
them. 


culties under the 


On page 3 are a number of 
views. ‘They illustrate the principal 
complaints and range all the way from 
the commonest reason, delay in receiv- 
ing initial allotment checks, to blaming 
New Deal propaganda for a tendency 
to take advantage of the Act. 


Our questionnaire inquired as to in- 
come-producing properties where own- 
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One of our large Eastern life 


insurance company members re- 


ported a unique experience under 


the Act: 
prepared for cases of this ty pe, we 
provided that if the 
sells the property during his term 


! 
we ieases 


“In the agreement we 


mortgagor 


of military service, or if | 


the property to someone else, his 
regular payments are to be re- 
sumed on the next payment date 


\ « opy 


was submitted 


ifter such action occurs. 
of our 
to FHA by one of our correspond- 
do not think it 
FHA official 


prov sion 


iwreement 


ents although we 


was necessary. An 


took 
calling for the resumption of pay- 


ments if the 


exception to the 


mortgagor leases the 
property to someone else. He said 
that it was not contemplated that 
FHA would have to approve such 
in agreement, but since this one 
had been submitted to him, he was 
idea of the provision. 
seemed to be that 


did not 


giving his 
His 
since the mortgage 
vide for the rental income going 
in the event the mortgagor 


ittitude 
pro- 


to us 





WERE THE MORTGAGE TERMS BEING CHANGED? 


leased the someone 


else, we were changing the terms 


premises to 


of the mortgage by providing for 
the resumption of payments in the 
lease in our agreement. 
He said that he felt 
encourage defaults 

mortgagor might need the rental 


event of 
this would 


because the 


income for other purposes. 

“We think he missed the point. 
The purpose of the provision ob- 
viously is to prevent default for 
any longer period than is abso- 
When we enter 


lutely necessary. 


into the agreement, it is usually 
for the 


permit a default to exist; and we 


purpose of agreeing to 
insert the provision regarding re- 
sumption of payments if the prop- 
erty Is leased, in order to shorten 
the period of default, if possible. 
We feel quite sure also that we 
are not changing the terms of the 
mortgage by a side agreement 
with the mortgagor but are merely 
providing for the method he will 
use In making the payments pro- 
vided for in the mortgage.” 








Act. 
too fragmentary 
to be of Only 51 
were reported. The same thing Is true of 
the question as to how many tenants in 


ers had sought relief under the 
Our data on this are 
much value. cases 


ywned properties have cancelled leases 
under provisions of the Act. Our data 
turned up 142 but many replied vaguely 


many cases,” “quite a few and other 


fon on — 
generalizations. This information isnt 


very valuable because it is incomplete. 
It was obvious from a cursory examina- 
tion of the replies (noting some of the 
man- 


there 


firms represented and the type of 
they do) that 
times the number re- 


agement business 


been 


have many 
por te d to us. 


One MBA 


lenders survey 


member suggested that 


their loans to determine 
borrowers were under 38 


how many 


to the draft. Our members 
generally didn’t think much of the 
Most of said t 


serve any particular need, would be too 


ind liable 


idea. them wouldn’t 


much of a job, etc. A number, how- 


ever, did like it and said they were pro- 
ceeding to make such a survey. 
The results reported here no doubt 


leave many questions unanswered. The 


fact that so few cases have occurred 
may lead to the conclusion that the 
mortgage economy is stable and the 
loans we have been making in recent 
years are sounder loans than some 
would have supposed. There was con- 
siderable comment to the effect that 
once mortgagors understand the Act 


and what it actually means to them, 
they are willing to cooperate in every 
There seemed to be a 
minimum of the ‘ tvpe of 
All in all our results would seem 


way possible. 
‘contrary” 
case. 
to indicate that so far the war has not 
had a great effect on our loans and that 
lenders generally are not anticipating 
much trouble. Our thought at the time 
we polled the members was to repeat 
the questionnaire at intervals to try to 
determine changing trends. We plan to 
do so and ask members’ indulgence in 
supplying data at some later date. 

Since the questionnaire was mailed, 
other questions have been proposed, the 
answers to which probably would have 
information. 
For example, one member asked: In 
states or threat to 
foreclose is the same as declaring the 
entire debt due, thereupon starting the 
running of the statute of limitations, 
do you require execution of new loan 
papers or merely that of a revival of 
loan agreement? Also: If foreclosure 
action is postponed by the court for the 
duration, do you dismiss the case or 


furnished some valuable 


where foreclosure 


(Continued Next Page) 





This Southern member’s expe- 
with the Act been 
too happy—and no wonder! Here 
are Ais three cases: 

“Case No. 1. 


are Negroes who are enjoying the 


, 
rience hasn’t 


The borrowers 


largest income they have ever had 


because their dependents are re- 


ceiving government allotments. 
The families are having one 


good time and probably hope the 


war will never end. The wives 
are enjoying frequent visits with 
their husbands while we worry 


about their mortgages for them. 
“Case No. yi The borrower is 

in the service, his home is rented 

than make 


for more enough to 





HE ONLY HAD HEADACHE CASES 


monthly payments and his wife is 
living with him in Florida. Their 
income now is probably more than 
ever before. Spending several 
months in Florida 
No doubt this couple will argue 
that war ain’t hell, at least the 
way they are having it. 

“Case No. 3. The husband is 
in the Navy, the house is rented 
and the wife works. She is not 
concerned enough to answer our 
letters concerning the condition 
»f the loan. 

“Despite this, most borrowers 
in the service are keeping their 
loans current through 
means.” 


isn’t so had! 


various 
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What MBA Members Say About The Act 





Kansas City—‘‘We may have dif- 
ficulty with advances for taxes on con- 
ventional loans if the taxing authorities 
decide to waive penalties or rebate.” 

Columbus, Ohio—“, . . long delay 
time 


induction and 


government 


between time of 
wife 
. also much misunderstanding of Act 


receives allowance 
and too much curbstone advice.” 
Cincinnati — “When they 
stand the full provisions of the Act 
they want to do the right thing—pay 


” 


under- 


as much as possible... . 

Lansing, Mich.—“. there is a 
market for which has 
meant many sales of homes of men in 
It has practically eliminated 
need of seeking relief under Act.” 

Detroit—“Principal difficulty is to 
correct popular impression that there is 
complete moratorium of obligations of 
persons drafted. The pamphlet of 
MBA .... is being used effectively in 
this connection but any general pub- 
licity that could be given would be 
helpful... .” : 

Louisville “Biggest difficulties 
are misinformation and confusing ad- 


strong houses 


service. 


SOLDIERS-SAILORS ACT 
(Continued from Page 2) 
withdraw it from the court calendar or 
continue such action on the calendar? 
And a third question: Do you file af- 
fidavit of military 


service (or lack of 
military service) before getting into 
court or during the court hearing? 


Comments on these will be welcome. 

Some members report courts very co- 
yperative. Others report the opposite. 
One member detailed this case: 


“Tn one case we proceeded to judg- 


ment against joint mortgagors who 
were two years’ delinquent. The hus- 
band and father had abandoned his 


wife and two little girls and was liv- 
ing in another state with 2 
The wife filed suit for divorce, then 
dropped it when the probation officer 
forced the father to contribute $10 
weekly support of his daughters. The 
draft board had classified the man 3A 
on his claim for dependents. Then he 
defaulted on support for the children 
and the probation officer persuaded the 


mistress. 


vice given to selectees by well-meaning 
members of draft boards and given en- 
listed men and officers by military offi- 
cers not in the Judge Advocate Gen- 
eral’s department courts seem in- 
clined to postpone hearing any case if 
mortgagor is in military service.” 

Cincinnati — “Poor advice 
given by volunteer attorneys who say 
they do not have to make any payments 
Army allotment 


being 


while in service. pay 
has proved inadequate.” 

St. Louis—“No trouble at all. We 
make an effort to help borrowers work 
out the problem and so far results have 
been highly satisfactory... .” 

Ft. Wayne—“Our only trouble has 
been where wives intend to work and 
keep up payments and then, because of 
ill health, are unable to do so... .” 

Evanston, I1l.—“. in several of 
our cases the FHA has been very help- 
ful and their cooperation cannot be 
overestimated. .. .” 

Louisville—“. most of the anx- 
ious inquiries we receive are from mar- 
ried men in defense work without chil- 
dren whose wives have never worked 
wife to go to the draft board which 
him 1A and 

He then be- 


immediately reclassified 
certified him 
came a soldier. 

“Then, under the Act, we had to file 


for service. 


the usual petition in court when re- 
questing under the 
When the court learned that one of the 
defendants was in military service, he 
postponed any further action. The 
wife’s father wanted to off the 
debt on one of the two lots in the case 
but could not get deed or pay without 
increasing his son-in-law’s equity. We 


sale judgment. 


pay 


were blocked for several manths until 
we were able to persuade the court to 
hear the probation officer and the wife 
which resulted in an order 
Both lots for 
more than the debt and the excess paid 
to the court for the benefit of the mort- 


for sale. 


were sold considerably 


gagors. 

“This gives you an idea of the psy- 
chological effect of the Act on the 
minds of courts. They seem inclined to 
play safe and postpone hearing the case 
for the duration.” 
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and who have been reclassified 1A.” 

Kansas City—“Difficulties have re- 
sulted from: (1) wife’s unwillingness 
to work or rent property and lack of co- 
operation on part of correspondent to 
do as much toward getting as large a 
payment as it seems he should get; (2) 
delays in initial allotment checks being 
received; (3) births and illnesses.” 

Philadelphia — “When the higher 
are inducted you will be 
getting into a higher income bracket 
and the obligations of mortgagors will 
be higher. They will be too high, in 
our opinion, to be met by allotments, 
plus salary of working wife.” 

New Haven—“This is a busy de- 
fense district. We have had no diffi- 
culties. Everybody is making more 
money than ever before — everybody, 
that is, except real estate and mortgage 


age groups 


men. However, the dark days will 
come—worse than 1930... .” 
Newark—“We have had no diffi- 


culty and expect little unless married 
with children are inducted in 
which case we believe new legislation 


men 


will be needed and defaults will be 
large ... if they draft them there is 


nothing we could do to avoid the ef- 
fects short of dumping the portfolio.” 

Harlingen, Tex. — “A _ principal 
difficulty has been New Deal propa- 
ganda giving the impression that the 
overnment sanctions a free ride my 
Washington, D. C.— “We 


sending out cards requesting those who 


“ 


Oo 


are 


feel induction is probable to come in 
and discuss the problem.” 

Grand Rapids — “It seems to be 
taken for granted that no payment of 
any type is expected.” 

Wichita “My difficulties have 
been mental, not financial.” 

Miami — “Many apparently just 
want to take advantage of the Act— 
relief hasn’t been necessary in a single 
case.” 

Seattle (a life company)—“Our 
difficulty has been inducing men to as- 
sign rentals to us and appoint our cor- 
respondents as their agents in handling 
the security.” (Another Western life 
company sent us the form of an inter- 


(Continued on page 4, column 2) 
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CHICAGO LIKELY TO GET 
1943 ANNUAL MBA MEETING 
The 30th annual business meeting of 
MBA most likely will be held in Chi- 
cago September 23, 24 and 25 in con- 
junction Mortgage Clinic and 
Conference on Post War Planning, ac- 


with a 


cording to a decision reached at the ex- 
June 18th. 


Cleveland had previously been selected 


ecutive commiuttee meeting 
by the board of governors but this was 
ruled out when it became apparent that 
we could not secure the dates we wanted 


wr even the days in the week which we 


felt were necessary to Insure a profitable 
meeting. 

Other « investi- 
gated and as a result September 23, 24 
it The Drake Hotel in Chicago 
satisfactory ir- 


Even 


ties and hotels wert 

abs 
ind és 
med the most 


that 


was ce 


rangement could be made. 


this, however, is not final. The question 
»f changing the action of the board has 


been submitted to members by mail and 
1? 


will become final when a majority have 


ipproved. 

The Drake, however, proceeding on 
the assumption that approval will be 
ziven, has reserved a liberal number of 
iailable the 
it $4 up for 
double 


rooms more than were 


last time we met there 
sin rle 


rooms and $7 up for 


rooms. The hotel management has also 
to secure an allotment 


Konic ke rboc ke I 


icted tentatively 


it =«sthe Hotel directly 


icross the street ind idditional rooms 
will be set iside it other nearby hotels 
when, as and if these plans are com- 


] ’ 
pieted. 


Members of the executive committe: 
reed that under present circumstances 


Ch cago 
because of present tr ivel difficulties and 


s the logic il selection this ye ir 


the better transportation facilities avail- 


ible to and from the city. Based on past 


] 


expe! ence, we Ddelleve th it more mem- 


bers find it easier and more convenient 
to get to Chicago than almost any other 
city which might logically be consid- 
ered for an MBA annual meeting. 


Hence, for this particular reason, we 


} kL ¢} , } -<! 1] } oof 
think the membersiip will be satisfied 


irrangements now Deing 


More de tails soon. 


with the 
worked out. 
Another definition of portfolio raid- 
ing, this one from Raymond Schwartz 
»f Washington, D. C. “Portfolio 
raiding is that despicable practice, car- 


ried on only by our competitors, where- 


Herold G. Woodruff, Detroit, Nominated for 
Next MBA President; Other Officers Named 


Herold G. Woodruff of Detroit, 
president of his own firm, H. G. Wood- 
ruff, Inc., has been selected as the offi- 
cial nominee for next 
MBA, it was announced at the execu- 
tive meeting in Chicago 
June 18. The committee’s report was 
submitted by A. D. Fraser of Cleve- 
land, a former president of the Asso- 
Frederick P. 
Champ, committee chairman, who was 
in Washington attending meetings of 
the American Forestry 
the U. S. Chamber of Commerce direc- 
torate. Mr. Woodruff is slated for 
election at MBA’s 30th annual meet- 
ing in Chicago in September at the 
Drake Hotel this 


page) to succeed Charles A. Mullenix. 


president of 


committee 


ciation, in the absence of 


Association and 


(see announcement 














Herotp G. WoopruFF 


by re financings result n prepayments in 


our portfolio and new _ business in 


theirs.” 

(Continued from page 3) 
view report with the borrower in mili- 
tary It’s 
contain all necessary information. Copy 


service. brief and seems to 
on request. ) 

Des Moines 
to get complete cooperation from bor- 
They to take ad- 
vantage of the situation.” 
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“We have been able 


rowers. do not try 


Woodruff is a native of Michigan 
and has been in the mortgage banking 
and real estate business for more than 
thirty years. For seven years he was 
with the Peninsular State Bank and ten 
years with the Union Guardian Trust 
Company, one of the largest producers 
of mortgage loans in the Detroit area. 
He resigned as vice president of this in- 
stitution in 1933 and organized his own 
company which is a correspondent for 
several life insurance companies. He 
has been a member of the MBA board 
of governors since 1935 and has served 
on many of the Association’s commit- 
tees. In addition, he has served as na- 
tional membership chairman, regional 
vice president and was vice president 
this year. He is a former president of 
the Detroit Mortgage Bankers Asso- 
ciation, 2 member of the Michigan Bar 
and was an officer in World War I. 


Other nominations submitted by the 
committee have been referred to the 
board of governors by mail; and as 


soon as ballots have been counted, they 
will be announced. 


MBA CHAPTERS STUDYING 
PLANNING FOR POST WAR 

Post war planning, housing after 
the war, city rehabilitation and kindred 
ideas are more and more occupying the 
attention of MBA chapters. 

Chicago MBA recently sponsored a 
forum on City Planning and Post War 
Housing where members heard ad- 
dresses of Jacob Crane NHA director 
of urban studies, Homer Hoyt, director 
of research, Chicago Plan Commission 
and H. Evert Kincaid, acting executive 
director of the Commission. 

Cleveland MBA is looking in the 
same direction. Concerned with “main- 
taining private enterprise in mortgage 
lending” after the war, the Chapter 
has set up a Post War Planning Com- 
with W. E. Miller, A. D. 
Fraser, Inc., chairman. Others are 
Irving W. Distel, Society for Savings; 
O. L. Rieder, Cleveland Trust Co.; 
Edward P. Strang, First Fidelity, and 
Dan P. Crane, vice-president, Land 


Title Guarantee & Trust Co. 


mittee 
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What Kind of Post War Rental Units 
Can We Build and Finance? 


The author analyzes the greatest 
market after the war—and sees a 
future for the row type of house 


HE question of what type of rent- 

al units we can build and finance 

in the post war era has three major 
elements 

First is time, i.e., when the post- 
war era begins and the length of the 
expected building boom. 

Second is location, 1.€., are we to 
have garden suburbs surrounding a city 
core, cities on wheels, or are we going 
to rebuild our present cities? 

Third is the element of what are we 
going to build. This is dependent not 
so much on the type of physical struc- 
ture as upon the type of tenant we build 
for. 

I assume that the end of the war will 
bring a period of unrest, which will 
not permanently or adversely affect our 
future economy. There will be a tre- 
national debt but the 
doubt will 
will be an 


mendous gov- 
ernment no underwrite 
prosperity. It established 
policy to maintain reasonably full em- 
ployment. 

Second, not many of the plans of 
our present planners will ever material- 


ize. Men like to believe themselves 
capable of readily adapting themselves 
to changes, but history shows how 


slowly they do. Habits of food, cloth- 
ing and shelter change at an incredibly 
slow pace. There undoubtedly will be 
much city planning and new types of 
The changes, then, 
feasible 
should not affect present real estate in- 
vestments right after the war. 

Third, 
industrial society and its operations are 
its first concern. It must increase the 
security of the individual. During the 
past ten years, we have seen an ever in- 
We take 


for granted good schools, public health 


housing proposed. 


which seem practical and 


government is governing an 


creasing paternalistic trend. 


By ARTHUR F. SCHUBERTH 


and housing. We want them and there 
is no reason, if a sufficient number of 
people want more of them, that we 
will not be given more. And it must 
that a 
program helps maintain consumer de- 
mand and income therefore di- 
rectly helps industry plan with more 
confidence. It logically follows that 
housing plans of the future may be 
directly coupled with the so-called so- 
cial security and old age benefit plans. 
Isn’t it reasonable that if a citizen 65 
years old is to be financially secure, 
many things, among them the cost of 
shelter, must be stabilized at a mini- 
mum cost? 

Fourth, we will see more sensible 
codes which will decrease the rate of 
neighborhood and lower 
building costs. Government, labor and 
industry will cooperate to this end, for 
it will help insure justice and security 
for the masses. 


be remembered social security 


and 


obsolescence 


Fifth, there will be a gradual dimu- 
the rentier class, those who 
rental and 
This envisions an ever increasing num- 


nition of 


live on unearned incomes. 
ber of home owners, both as individuals 


or cooperatively. Economists seem 
agreed that the coming economy, no 
matter what it is called, will (partly 
because of the votes involved) 


the masses and therefore the 


favor 
tenants. 

Sixth, prefabrication, that is, using 
standardized interchangable parts, will 


result in giving all houses of the future 
that item practically absent up to now 
— interior flexibility. Most housing 
units have been designed and built for 
someone else. With prefabrication, the 
house, whether single-family or mul- 
ti-unit, can be cheaply and easily al- 
tered from time to time to fit chang- 
ing needs. Thus, and 
physical depreciation will be slowed. 
This will not only affect the perma- 
nency of rentals but will 
directly influence methods of financing 
all types of homes. 

Homes are designed primarily for 
women. These are the things a woman 
asks for in 
things which appraisers must see are 
built into the houses of the future: 
First, a house having an exterior and 
interior which can be easily maintain- 
ed; second, good light and ventilation; 
and third, interior layout and design 
allowing sufficient room size and flexi- 
bility for growing families and yet 
adaptable to changing furniture trends. 

Men want low-cost housing or rent 
and are more interested in neighbor- 
hood and transportation—items which, 
because of higher land costs per rental 
unit, vitally affect rentals. 

Who will we build for? In the past 
our building programs were largely the 
development of vacant land by specu- 
lators. The effect of such a policy has 
created conditions which should be rec- 
tified. The necessity for continued de- 
velopment in site and city planning 
must not be overlooked. While it is 
possible that cities of the future will be 
planned almost entirely by community 
rehabilitation commissions, with au- 


obsolescence 


values and 


a home and these are the 





certainly bé stimulated. 





Arthur F. Schuberth js with Cooper, Kanaley & Co., Chicago and 
is active in the affairs of the Illinois Association of Certified Real Estate 
Appraisers. His article is a review of various factors which may affect what 
type of rental units we build and finance after the war. You may not 
agree with all of his conclusions but your thinking along these lines will 
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thority to govern all factors, erection of 
new buildings, especially rental units, 
in the immediate post-war period will 
reflect a return of the free market and 
the rentier. Many of these builders 
may build “profit making units” differ- 
ing little from those 
in the past. Such buildings may present 


some of erected 
problems to investors. The long term 
effect of 
harmful. 


buildings may be ex- 
The 
tend to weaken the 
rental structure upon which long-term 


such 
tremely immediate re- 


sult of them may 


investments in better-designed and bet- 
ter-built units are predicated. 

There may be a larger building pro- 
eram after this war than any this coun- 
try has ever known. Even though the 
government decides to prorate it on 9 
yearly or per capita basis, it is doubtful 
whether it can control it, especially dur- 
ing the first few years of the post-war 
period. It is not a case of what type of 
rental units mortgage bankers build and 
finance—it is a question of what kind 
of rental 


to finance. 


units mortgage bankers wat 


Long-term amortized loans ves, 


may he 
not, if build- 


even longer than 20 years con- 
And why 
built 


communities protected from blight can 


sidere d sound. 


ings properly and designed in 


have an economic life of two or three 


times twenty years! 
Next, interest rates on building in- 


vestments may decline, particularly if 


present proposals to insure the liquidity 


| 
of real estate investments are carried 
out. These two factors ilone would 
have a vital bearing on our entire hous- 
ing program. Not only would it re- 


duce the burden of the building owner, 


but it would aid the overall social se- 


curity plan, by reducing shelter costs. 
In the past little or no thought has 
been given to the cost of the owner’s 


debt burden to the tenant. 


So much for building costs—now 
what about our market for rental units? 
consider- 


There undoubtedly will be 


able building of single-family _resi- 


dences for those in the middle earning 
brackets on fairly large ground areas. 
\ limited 
luxe type of apartment buildings will 
be built. So will some 2 or 3-flat build- 
who 


number of unfurnished de- 


Ings, aS many Want security pre- 


fer these as investments. Some large 
kitchenette - type 


buildings for employed couples will also 


furnished apartment 


- constructed but the large bulk of new 
building will be for families with chil- 
dren. Undoubtedly, with our young 
soldiers coming home, there will be a 
large number of marriages and (per- 
haps with government encouragement, 
directly or indirectly, such as heavier 
taxes on childless adults) there will be 
increase in the number of 
children . Some 
mists believe that if the 
short duration, we will have in the next 


a decided 


families with econo- 


war is of 





SAYS WE HAVE ENOUGH 
REGULATION AS IT IS 


We have never split or paid 


commissions to anyone except a 
man in the mortgage business and 
little of that. As 


not have devel- 


have done very 
1 result we may 
oped our mortgage business to the 
extent have, but I 


we have shown a bigger net on 


some bel le ve 
our volume than many who paid 
commissions to builders. 

Some years ago we decided we 
were not going to apologize for 
making a profit; and that unless 
clients wanted to pay us for serv- 
rendered, they wouldn’t be 
We have found that 
frankly 
expect to get paid for our serv- 
able to in- 


ices 
our clients. 
by telling them that we 


ices, We have bec n 
crease the respect clients have for 
the work we do. 

Should we favor having FHA 
prohibit payment by mortgage 
bankers of premiums, commissions 
or fees to builders, etc.’ I think 

! 


not because we do not want FHA 


to regulate any more than they 
now do. If they tell us where 
we can’t do business, they will 
also tell us how much we can 
charge—if anything. Let’s get 
away from government regula- 


tions. If a banker or 
broker hasn’t enough sense not to 


give away all the profit to a man 


mortgage 


who is making the major profit 
out of a construction job, then he 
should be sent to an institution for 
mental deficiencies. He shouldn’t 
need FHA protection against peo- 
ple who are using their brains.— 
A lester G. Furman, Jr., Green- 
i ille, S. &. 
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decade a larger percentage of couples 


with children than at any time since 
1910. 
These families will want suitable 


housing with congenial environment, 
security—both immediate and for old 
age—and, most important (because of 
possible relative high cost of living and 
consequently enforced judicial expendi- 
ture of all income) Jow cost rent. 





Hew can they set it? 


First, by reducing building construc- 
tion That this will be 
almost certain for there are indications 
of post-war benefits resulting through 
adapting new materials and methods. 


costs. done is 


Second, by integrating and intensi- 
fying sales and advertising methods to 
sell housing better. Such a plan may 
be brought about by partial government 
subsidies to manufactures of component 
parts, or one based on Henry Ford’s 
policy of “To reduce the price, extend 
operations and improve the article.” 
Notice that reduction of price comes 
first for a new price forces the costs 
down. 

Third, by aiming sales effort towards 
the largest number of prospects, those 
earning less than $3,000 annually. For 
an example, approximately 35 per cent 
of all Chicago families and 29 per cent 
of all United States families have in- 
comes of between $1,200 and $2,250 
per year. This group, with those im- 
mediately above earning up to $3,600 
per year, constitute approximately 50 
per cent of Chicago’s renting class. 
These are the classes which are catered 
to by all types of credit and loan busi- 
nesses except those selling housing. 

Fourth, by making it possible for 
those earning less than $3,000 per year 
to purchase shelter at less money. This 
perhaps will force us to scrap many of 
our present views, but why not? 
Aren’t many of them based upon a past 
which definitely isn’t going to return? 

Studies made of family income in 
Chicago for 1935-36 show that the 
total outlay for rent of those earning 
less than $2,500 per vear ranged from 
24 per cent to 30 per cent, or from 
$35 to $41 per month. Today it is im- 
possible in the Chicago area to build 
new housing and operate it as the aver- 
age 3-story walk-up apartment building 
is operated, with such rentals. In fact, 
a recent study indicates that it would be 
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necessary for a landlord expecting to 
net 6 per cent on his total investment, 
to ask a minimum rent of $16 to $17 
per room. Assuming this rental to be 
25 per cent of the tenant’s income, it 
is apparent that a family occupying a 
five-room apartment would need a min- 
imum expendable income of $3,800 
per year. 

I think we will find our largest mar- 
ket among those who today are earning 
from $2,000 to $3,600 per year but 
who actually have purchasable incomes 
from $1,700 to $2,800 per year. 
These families, because of necessity, 
will only be able to spend from 25 per 
cent to 30 per cent of their net income, 
or from $500 to $700, for shelter. 
With present building and operating 
costs it will be impossible to build new 
housing units for them. There is a type 
of unit which can be built, I think, if 
we assume that the government under- 
writes prosperity and that as part of the 
social security plan, home ownership 
by the masses will be encouraged. 

Such housing, however, depends more 
upon methods of selling, control and 
operation, than upon the actual loca- 
tion or design of the unit, for it is 
nothing more or less than a variation 
of the old cooperative building plan 
with certain differences. 

First, it is to be a mutual plan in 
which the their own 
managers and share the profits, realiz- 
ing that the only solution for their eco- 
nomic problem is through cooperation. 
Such a plan differs from the so-called 
cooperative apartment buildings of the 


members elect 


1920’s in both purpose and promotion. 
In the first place, many of the coopera- 
tives failed because the profits went pri- 
marily to the promoters. 

Secondly, almost without exception, 
cooperatives were built for those in the 
higher income groups who were often 
not conscious of the duties and responsi- 
bilities involved in cooperative owner- 
ship. 

Finally, mutual or cooperative own- 
ership to be successful must provide for 
a management which will insure stable 
tenancy with a minimum of frictions 
and cost. 

A type which might become popular, 
whether individually or cooperatively 
owned, is the modern conception of 
the two-story, party-wall row or group 
house. 





LAND BOOM HERE? 


Ownership of a farm is becom- 
ing increasingly popular among 


business and professional men. 
Unless some found to 
keep this movement within bounds, 
tenants will lose their opportuni- 
ties to buy a farm 
the purchases by these 
owners, comments W. G. Murray, 
agricultural economist, in a new 
pamphlet, “Land Boom Con- 
trols.” 

The point is made that city buy- 
ers are outbidding farmers who 
must depend on farm earnings to 
buy land; that to prevent a run- 
away land market credit controls, 
taxation, a permit system and 
other government checks may be 


means is 


because of 
absentee 


necessary. 

Dr. Murray, well known 
among MBA farm members, will 
find plenty who will disagree with 
him, we imagine. Analyses of 
land sales by insurance companies 
and banks during the last three 
years have disclosed that at least 
two-thirds of the farms sold have 
gone to farm owner operators or 
tenants, another observer says. 


We purchased a supply of 
this pamphlet for distribu- 
tion to members of our 
Farm Loan Committee. Any 
other interested member may 


have a copy om request. 
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These vary as to size and layout and 
if properly oriented on the land plot, 
are easily designed as to exterior to 
conform to a “City Beautiful” plan 
insuring a slow rate of obsolescence. 
This type conforms to Chicago’s new 
building code which permits but 35-40 
per cent of the lot area to be improved. 

The many possibilities are shown by 
recently proposed and completed proj- 
ects of row houses in a high valued land 
area having 32 families using over 40 
per cent of the area per acre. Another 
project in a low-valued land area used 
19 per cent of the area with but 15 
families to the acre. 

When building for the masses, land 
costs must be kept low. There is in 
Chicago much land available for $40 
per front foot. This land would make 
it possible to distribute land costs not 
exceeding $125 per room, or $625 for 
a five-room row house. A comparable 
lot, as far as location is concerned, 
would cost the builder of a five-room 
bungalow $1,200. 

When it of the 
building, other economies are made in 
mass building, party walls, supervision, 
etc. I recently inspected plans and costs 
by a responsible architect indicating the 
possibility of building a _ five-room 
apartment or bungalow for 25 per cent 
less than the estimated cost of such an 
apartment. These costs being compar- 
ative can reasonably be expected to re- 
main the same in either a boom or 
depression period. 


comes to erection 


Such reduced land and construction 
costs can be reflected in lower rentals if 
they are passed on to tenants. 

Operating costs in Chicago, for ex- 
ample, of a five-room apartment renting 
at from $50 to $60 per month, averages 
$300 before taxes and financial charges. 
A comparable row house apartment, 
could be operated for approximately 
10-15 per cent less. This same row 
house with mutual owners could be op- 
erated with direct outlay for operating 
expenses at least 15-20 per cent less. 
In other words, by permitting a tenant 
to become through easy financing plans, 
a mutual owner in a property, the pur- 
chasable income of the tenant, insofar 
as shelter is concerned, would be in- 
creased at least 20 per cent over what 
he would have if it were necessary for 
him to buy as shelter the present typical 
apartment erected 15 years ago. 
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President’s Report to the Membership 





Congratulations to Presidential nominee Herold G. Woodruff of Detroit, for the honor that has been 
bestowed upon him, and also congratulations to the MBA membership in being able to look forward to a fine 


administration next year under the leadership of this outstanding member. 


At the time this message is written, advice has been received from Washington to the effect that out 
of a total mortgage portfolio of $197,335,000, FNMA has sold $118,954,491 of these mortgages at 
103% for the 4% per cent mortgages and 104% forthe 5 per cent mortgages. This included sales up to 
June 15th, and the time was extended for one additional week. We are hopeful that the entire portfolio will 
have been sold into private ownership by the time this report is published. This will climax our effort to 


remove these mortgages into private ownership. 


We still have before us the problem of the removal of mortgages from the portfolios of FHA and 


HOLC. Our efforts in this behalf are progressing. 


We have been complimented by the officials of outstanding savings and loan associations for our ef- 
forts to eliminate unsound practices in that type of mortgage lending. Your Executive Committee has au- 
thorized the Chicago office to receive complaints and act as a clearing house for passing these complaints to 


the Home Loan Bank Administration. 


Some time ago we opened negotiations with the National Housing Agency with respect to transfer- 
ring the management of all public housing to private managers. The subject is receiving consideration. 
A recent state audit of one of the large Metropolitan Housing Authorities in Ohio indicated that supervis- 
ory management is costing approximately three times the amount it would cost if in the hands of private 
management companies. It is evident that the government could effect a very real saving by following our 


suggestion, 


The public housers are on the job constantly in the hope of promoting a tremendous post war housing 
I J ; g 


job for themselves to the detriment of private industry and private financing. We must watch this closely. 


Your Executive Committee is recommending to the Board of Governors that our 30th annual busi- 
ness meeting and a Mortgage Clinic and Conference on Post War Planning be held in Chicago at the 
Drake Hotel on September 23rd, 24th, and 25th. It is expected that the Board will act favorably upon 
the recommendation within the next two weeks, at which time a full announcement will be made to the 
membership. This will probably be the most important Conference the Association has held because of the 


tremendous and varied problems facing us in the post war period. 


It will interest the membership to know that up to the time of the Executive Committee meeting on 
June 18th, we had received 130 new membership applications during the current fiscal year. The total 
membership of MBA is at the highest point in its history, numbering approximately 780. We hope to have 
it well over 800 by the end of August, and will appreciate the assistance of every member in reaching this 


goal. 


President. 
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